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pursuant to this part 1273, and the op-
erations and activities of the OF, as 
provided for in the Bank Act, the Safe-
ty and Soundness Act, or any regula-
tions promulgated pursuant thereto. 

(c) Combined financial reports. FHFA 
shall determine whether a combined 
Bank System annual or quarterly fi-
nancial report complies with the stand-
ards of this part. 

§ 1273.5 Funding of the OF. 
(a) Generally. The Banks are respon-

sible for jointly funding all the ex-
penses of the OF, including the costs of 
indemnifying the members of the OF 
board of directors, the Chief Executive 
Officer, and other officers and employ-
ees of the OF, as provided for in this 
part. 

(b) Funding policies.—(1) At the direc-
tion of and pursuant to policies and 
procedures adopted by the OF board of 
directors, the Banks shall periodically 
reimburse the OF in order to maintain 
sufficient operating funds under the 
budget approved by the OF board of di-
rectors. The OF operating funds shall 
be: 

(i) Available for expenses of the OF 
and the OF board of directors, accord-
ing to their approved budgets; and 

(ii) Subject to withdrawal by check, 
wire transfer or draft signed by the 
Chief Executive Officer or other per-
sons designated by the OF board of di-
rectors. 

(2) Each Bank’s respective pro rata 
share of the reimbursement described 
in paragraph (b)(1) of this section shall 
be based on a reasonable formula ap-
proved by the OF board of directors. 
Such formula shall be subject to the re-
view of FHFA, and the OF board of di-
rectors shall make any changes to the 
formula as may be ordered by FHFA 
from time to time. 

(c) Alternative funding method. With 
the prior approval of FHFA, the OF 
board of directors may, by contract 
with a Bank or Banks, choose to be re-
imbursed through a fee structure, in 
lieu of or in addition to assessment, for 
services provided to the Bank or 
Banks. 

(d) Prompt reimbursement. Each Bank 
from time to time shall promptly for-
ward funds to the OF in an amount rep-
resenting its share of the reimburse-

ment described in paragraph (b) of this 
section when directed to do so by the 
Chief Executive Officer pursuant to the 
procedures of the OF board of direc-
tors. 

(e) Indemnification expenses. All ex-
penses incident to indemnification of 
the members of the OF board of direc-
tors, the Chief Executive Officer, and 
other officers and employees of the OF 
shall be treated as an expense of the 
OF to be reimbursed by the Banks 
under the provisions of this part. 

(f) Operating funds segregated. Any 
funds received by the OF from the 
Banks pursuant to this section for OF 
operating expenses promptly shall be 
deposited into one or more accounts 
and shall not be commingled with any 
proceeds from the sale of consolidated 
obligations in any manner. 

§ 1273.6 Debt management duties of 
the OF. 

(a) Issuing and servicing of consolidated 
obligations. The OF, as agent for the 
Banks, shall issue and service (includ-
ing making timely payments on prin-
cipal and interest due, subject to 
§§ 966.8 and 966.9 of this title) consoli-
dated obligations pursuant to and in 
accordance with the policies and proce-
dures established by the OF board of 
directors under this part. 

(b) Combined financial reports require-
ments. The OF, under the oversight of 
the Audit Committee, shall prepare 
and distribute the combined annual 
and quarterly financial reports for the 
Bank System in accordance with the 
following requirements: 

(1) The scope, form, and content of 
the disclosure generally shall be con-
sistent with the requirements of the 
Securities and Exchange Commission 
Regulations S–K and S–X (17 CFR parts 
229 and 210). 

(2) Information about each Bank 
shall be presented as a segment of the 
Bank System as if generally accepted 
accounting principles regarding busi-
ness segment disclosure applied to the 
combined annual and quarterly finan-
cial reports of the Bank System, and 
shall be presented using consistent ac-
counting policies and procedures as 
provided in § 1273.9(b) of this part. 

(3) The standards set forth in para-
graphs (b)(1) and (b)(2) of this section 
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are subject to the exceptions set forth 
in Appendix A to this part. 

(4) The combined Bank System an-
nual financial reports shall be filed 
with FHFA and distributed to each 
Bank and Bank member within 90 days 
after the end of the fiscal year. The 
combined Bank System quarterly fi-
nancial reports shall be filed with 
FHFA and distributed to each Bank 
and Bank member within 45 days after 
the end of the of the first three fiscal 
quarters of each year. 

(5) The Audit Committee shall ensure 
that the combined Bank System an-
nual or quarterly financial reports 
comply with the standards of this part. 

(6) The OF and the OF board of direc-
tors, including the Audit Committee, 
shall comply promptly with any direc-
tive of FHFA regarding the prepara-
tion, filing, amendment, or distribu-
tion of the combined Bank System an-
nual or quarterly financial reports. 

(7) Nothing in this section shall cre-
ate or be deemed to create any rights 
in any third party. 

(c) Capital markets data. The OF shall 
provide capital markets information 
concerning debt to the Banks. 

(d) NRSROs. The OF shall manage the 
relationships with NRSROs in connec-
tion with their rating of consolidated 
obligations. 

(e) Research. The OF shall conduct re-
search reasonably related to the 
issuance or servicing of consolidated 
obligations. 

(f) Monitor Banks’ credit exposure. The 
OF shall timely monitor, and compile 
relevant data on, each Bank’s and the 
Bank System’s unsecured credit expo-
sure to individual counterparties. 

§ 1273.7 Structure of the OF board of 
directors. 

(a) Membership. The OF board of di-
rectors shall consist of seventeen part- 
time members as follows: 

(1) The twelve Bank presidents, ex 
officio, provided that if the presidency 
of any Bank becomes vacant, the per-
son designated by the Bank’s board of 
directors to temporarily fulfill the du-
ties of president of that Bank shall 
serve on the OF board of directors until 
the presidency is filled permanently; 
and 

(2) Five Independent Directors who— 

(i) Each shall be a citizen of the 
United States; 

(ii) As a group, shall have substantial 
experience in financial and accounting 
matters; and 

(iii) Shall not have any material re-
lationship with a Bank, or the OF (di-
rectly or as a partner, shareholder or 
officer of an organization), as deter-
mined under criteria set forth in a pol-
icy adopted by the OF board of direc-
tors. At a minimum, such policy shall 
provide that an Independent Director 
may not: 

(A) Be an officer, director, or em-
ployee of any Bank or member of a 
Bank, or have been an officer director 
or employee of a Bank or member of a 
Bank during the previous three years; 

(B) Be an officer or employee of the 
OF, or have been an officer or employee 
of the OF during the previous three 
years; or 

(C) Be affiliated with any consoli-
dated obligations selling or dealer 
group under contract with OF, or hold 
shares or any other financial interest 
in any entity that is part of a consoli-
dated obligations seller or dealer group 
in an amount greater than the lesser of 
$250,000 or 0.01% of the market capital-
ization of the seller or dealer group; or 
in an amount that exceeds $1,000,000 for 
all entities that are part of any con-
solidated obligations seller dealer 
group, combined. For purposes of this 
paragraph (a)(2)(iii)(C), a holding com-
pany of an entity that is part of a con-
solidated obligations seller or dealer 
group shall be deemed to be part of the 
consolidated obligations selling or 
dealer group if the assets of the holding 
company’s subsidiaries that are part of 
a consolidated obligation seller or deal-
er group constitute 35% or more of the 
consolidated assets of the holding com-
pany. 

(b) Terms.—(1) Except as provided in 
paragraphs (b)(2) and (c)(1) of this sec-
tion, each Independent Director shall 
serve for five-year terms (which shall 
be staggered so that no more than one 
Independent Director seat would be 
scheduled to become vacant in any one 
year), and shall be subject to removal 
or suspension in accordance with 
§ 1273.4(a) of this part. An Independent 
Director may not serve more than two 
full, consecutive terms, provided that 
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